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During the past 2 years, real estate activity in 
REAL ESTATE ACTIVITY the United States has shown relatively slight 

fluctuation. Our index has fluctuated from a 
high of 40.8% above normal to a low of 28.4% above normal, but with most months 
falling around the 30% level. The figure for the last month was 30.8%, which is 
slightly higher than the 3 preceding months but, again, the change is very slight 
and too small to indicate any major turning point in direction. It seems prob- 
able that this condition will continue throughout the remainder of 1952. While 
the activity in older houses is dropping slightly, the relaxation of Regulation X 
will probably bring a slight increase in activity on newer buildings 


An analysis of the city-by-city figures would indicate that the national aver- 
age has been quite typical of the individual cities in almost all cases. In only 


two or three cities has the trend shown any great variation from the national 
picture. 


So far this yearthe maximum variationin mort- 
MORTGAGE ACTIVITY gage activity has been only 5%. The highest fig- 

ure for the year was 186.1 on our index, which 
was reached in February. The lowest figure for the year was 176.4, which was 
reached in May. The current figure of 180.9 compares with 179.0 of a year ago, 
a difference too slight to be significant. Here, too, we expect a continuation of 
the present trend during the remainder of the year, but with the chance that any 
variation from this trend will be up rather than down. 


The chart on the following page shows the percentage change in mortgage 
activity by cities from August 1950 (taken as representing the pre-Korean situa- 
tion) to the present. On this chart the cities are arranged by rank, with Houston 
having the largest percentage of decrease in mortgage activity at the one extreme, 
and Tucson, Arizona, having the largest percentage of increase at the other. The 
increase in Tucson is so great that it suggests that some particular circumstance 
is responsible for the unusual percentage. 


For the first 8 months of 1952, residential con- 
RESIDENTIAL struction is running 1.9% behind 1951 ona 
CONSTRUCTION dollar basis, and 0.2% abovein the number of 
dwelling units started. The figures for 1952 have 
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been increased considerably by $0.5 billion public housing units. 


The temporary dropping of credit controls on new building will probably stim- 
ulate some additional volume during the next few months, but personal conversa- 
tions by members of our staff with builders from coast to coast have revealed 
considerable weakness in the low-priced market. Asa general thing, we have 
found the speculative builders complaining about the demand for dwelling units, 
but in contrast we have found many of the custom builders busier than they have 
been for some time. Inthe New York area we have found that many speculative 
builders who have been unable to sell all of the buildings they have built are now 
putting some of these buildings on the rental market. In other parts of the coun- 
try we have been told that speculative builders in some cases have dropped their 
prices to a point where there was very little profit, in order to move their build- 


ings 


During the latter part of 1951 and through 1952 
FOREC LOSURES to date there has been practically no change in 

the foreclosure rate. A glance at the long chart 
on pages 420 and 421 in this report will show that foreclosures started to rise 
in 1949 and the first half of 1950. With the advent of the Korean War, however, 
and the additional inflation which it brought, the foreclosure rate dropped again, 
not to the low level of 1945, 1946 and 1947, but below the rate which preceded 
the last round of inflation. 


It seems to us that after 1952 or, at the most, after the spring of 1953, de- 
flationary factors will be in the ascendancy and that foreclosures will rise. 


Rents continued the upward trend which started 
RENTS about the middle of 1947. Asa larger number 

of cities have thrown eff rent control, this index 
has continued to climb, and we believe that the trend will continue up at a fairly 
rapid pace during the remainder of 1952. But even in those cities which no 
longer have controlled rents, the rent level will not go to the heights which the 
Office of Rent Stabilization has quite frequently indicated in the scare publicity it 
has released. The end of rent control has generally brought about an increase in 
the number of vacancies due to a shrinking demand at a higher price, and to the 
return to the rental market of buildings which during the period of rent control had 
been withdrawn. In some decontrolled cities, vacancies in various types of build- 
ings have now reached percentages of 5% or more, and vacancies at this level 
provide sufficient competition to prevent rapid rent increases. In these cities 
a great deal of modernization and repair work is being done, as owners are now 
competing for tenants. 


After September 30, when the smoke has cleared away on the battle for the 
decontrol of controlled areas, we will publish a final list of those cities where 
the official governing body has decided to continue rent control until April 1953. 

(cont. on page 424) 
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(cont. from page 419) 

On pages 422 and 423 inthis report we are show- 
CONSTRUCTION COSTS ing the detailed construction costs of our five- 

room brick veneer house from 1913 to the pres- 
ent. On construction costs generally, there was a very slight rise during Sep- 
tember, offsetting the drop during August. Costs are now about at the level of 
July, which would indicate that there has been practically no significant change 
since the fall of 1950. This is in accordance with the forecasts made in our 
reports at the beginning of the year that construction costs would show little 
change during 1952. There has been less change in construction costs in 1952 
than in any year since World War II. 


During the remainder of 1952 the cash outlay of 
GENERAL BUSINESS the Federal government will exceed the intake 
OU TLOOK by a very considerable amount. This was not 

true during the first third of the year, as the 
cash receipts during this period exceeded cash expenditures. This will havea 
very stimulating effect on general business, anda slight inflationary effect on 
prices. It is our opinion that business will continue good during the remainder 
of 1952 and probably during the first quarter of 1953. During this period general 
prices will show a slight upward movement, with the prices of some commodities 
dropping, offset by other items, particularly some of those made of metal, on 
which prices will rise. 


The cost of living will show a small increase due to slightly higher retail prices 
on some items, and due to an increase in residential rents. 


In our opinion, however, barring a greatly enlarged war effort, the inflation 
period is nearing an end, and by the end of from 6 to 9 months, prices and the 
cost of living should trend slightly downward. At the present time, however, it 
would appear that there is very little chance of any rapid drop in business prior 
to the spring of next year, with some chance that good business may continue longer 
than that 


This is no time for unwise expansion in business or in real estate. It is a good 
time to pay down mortgages and to reduce carrying costs on all fixed obligations. 
Were the United States on a gold standard, insuring the integrity of its money ina 
period like the present, we would advise the sale of all real estate. We have little 
confidence, however, in the American dollar, and for that reason we believe that 
well-selected real estate, owned outright, is the best investment which can be 
secured. In a period of deflation its dollar value will shrink, but the purchasing 
power of the dollars which could be secured through its sale, if its sale should be 
necessary during the readjustment period, would increase. If it can be held 
through to the next period of prosperity, we are confident that its dollar value at 
that time will equal or exceed the dollar value of the present. 











Rent control forces one group of citizens to 


subsidize another, the first not selected on 


the basis of the ability to pay, the second not 


selected on the basis of need. If this be legal, 


property rights can no longer be defended in 


the United States. 


Roy Wenzlick 


on debote with thé Rent Control Administrator, 
>wi: Meeting, September 14, 1952 





